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“... the greatest 
consumer fraud of all” 


That is how Esther Peterson, 
Special Assistant to the President for 
Consumer Affairs and Director of the 
US Office of Consumer Affairs 
(OCA), described inflation at a recent 
“Anti-Inflation Forum.” The forum, 
held in St. Louis on Nov. 1, was an 
exchange of views and information be- 
tween White House officials and busi- 
ness, labor and consumer leaders on 
the President’s new initiative on infla- 
tion (announced Oct. 24). A second 
Anti-Inflation Forum was held in 
Hartford on Nov. 8. 


Peterson went on to say, “The 
rising cost of food and housing ac- 
counts for more than half of the infla- 
tion we have experienced this year. 
Higher food prices are a major contri- 
bution to the one percent jump in the 
September cost of living index. More 
than 70% of the inflation we are ex- 
periencing is in the essentials: health 
care and energy as well as housing 
and food. 


“What this means, I think, is that 
wages and prices are 2 elements of an 
anti-inflation troika. The third ele- 
ment is what we call ‘sector analysis,’ 
an evaluation of why prices are rising 
for food, housing, health and energy 
related areas. 


“The President’s new initiative 
picks up this troika; if food costs rise 
faster than the average, then the Ad- 
ministration will be prepared to take 
selective steps to slow down food 
price increases. This has been done 
earlier—when the President in- 
creased meat imports, halting a pre- 
cipitous rise in beef prices. A key fac- 
tor in the current rise in food costs is 
higher processor and retail prices, 
and the Administration is preparing 
to act on this problem if it is neces- 
sary. This approach, ‘sector analysis,’ 
not only helps identify actions the 
Administration can take, but also 
what citizens can do for themselves. 


“In examining health inflation, a 
major cause is hospital costs, in large 
part due to third person payment. We 
pay insurance companies, and com- 
pany managers pay hospital adminis- 
trators for our hospital bills. These 2 
agree on costs, and rarely argue. 
Prices go up, inflating the cost of 
health care. The President sought to 
correct this problem with a bill to con- 
tain hospital costs, and public aware- 
ness developed too late to help get 
consumer support from the Hill. Next 
year, consumers will be ready to help 
themselves by advocating hospital 
cost containment.” 


Finally, Peterson said the indi- 
vidual and the family can do other 
things for themselves, such as getting 
the most for the dollar. (See Con- 
SUMER NEWS Nov. | for a description 
of OCA’s Consumer Shopping List of 
Inflation Fighting Ideas.) 
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Car prices, inflation and complaints 


American automobile manufacturers have failed to take advantage of the 
recent increase in the value of the Japanese yen and instead “have chosen to 
mimic the price increases of their Japanese competitors,” says Esther Peter- 
son, the President’s consumer advisor and Director of the US Office of Con- 
sumer Affairs (OCA), in a letter to the Chairman of the House Subcommit- 
tee on Consumer Protection and Finance, transmitting an OCA report on 
consumer complaints about cars. 


The letter stressed concern about inflation in auto prices, noting that the 
domestic auto industry has been complaining about increasing sales of im- 
ports, particularly from Japan. It points out that recent Japanese import 
price increases “resulting from the decline in the value of the US dollar rela- 
tive to the Japanese yen have given the American manufacturers a prime op- 
portunity to increase their sales relative to the Japanese.” Instead, they 
have tacked on similar price rises. (Since Peterson’s letter, the Wall Street 
Journal has reported an average $380 increase in the price of 1979 model 
Japanese-built Datsun cars. The Jowrnal adds that this “latest round of price 
boosts by Japanese auto makers is expected to open the door for substantial 
price increases . . . by domestic auto makers, which repeatedly have raised 
their prices on smaller models in recent months to take advantage of rising 
import prices.”) 


The OCA report to the Subcommittee shows that auto problems consistently 
have been by far the most frequent consumer complaint received by OCA 
since it began compiling retrievable annual statistics on consumer complaints 
in 1974. From 1974 through July 1978, car complaints accounted for from 14% 
to 31.1% annually of all complaints (22,000 to 28,000 per year) received. In 
contrast, mail order complaints, consistently the second most frequent com- 
plaint, ranged from 6% to 10.3% during the same period. 


The report also cites a Harvard Business Review survey indicating that 
the vast majority of dissatisfied consumers do not complain or take any ac- 
tion. This suggests that, despite the preeminence of car complaints among 
complaints received by consumer offices at every level of government, esti- 
mates of the extent of the problem based on consumer complaints may be 
“vastly understated.” The report also finds that the procedures of existing 
consumer complaint mechanisms often limit their usefulness for consumers. 


The adequacy of OCA’s and a number of industry-sponsored complaint 
handling mechanisms is also discussed in the report. OCA’s lack of authority 
generally prevents it from providing practical redress to the complaining 
auto or auto service consumer, the report finds. And the auto makers’ tradi- 
tional complaint handling systems are deficient, especially regarding new car 
warranties and their interpretation by car makers. Innovative industry 
efforts—the Automobile Consumer Action Panels (AutoCAPS), the Ford 
Consumer Appeals Board, General Motors’ arbitration project with the Min- 
neapolis Better Business Bureau, the Shell Oil Auto Care Program, and the 
American Automobile Association’s Approved Auto Repair Service—get 
somewhat better marks. 





Co-op banks—regional 
meetings 


Until co-op banks (established by 
the National Consumer Cooperative 
Bank Act) begin operating— 
probably some time next year—a 
Federal Interagency Task Force has 
been set up to oversee the implemen- 
tation of the Act. 

One of the Task Force’s first ac- 
tions was to set up regional hearings 
to provide information about the 
Bank and to get reactions from those 
who will be affected by it. 

The dates, locations, contact 
persons and responsible agencies are 
listed below: 

Detroit - Dec. 1 

Doris Mersdorf (HUD) 

312-353-5834 

San Francisco - Dec. 1 

Sharon Brown (HUD) 

415-556-8484 


*Santa Fe - Dec. 2 
(Agriculture Dept.) 


Denver - Dec. 4 

Karen Paget and Wayne 
Olson (ACTION) 

303-837-2671 

Harrisburg, PA - Dec. 4 

Joyce Stydinger (NCUA) 

717-782-4595 


Fort Worth - Dec. 5 
Don Babers (HUD) 
214-749-7406 


Seattle - Dec. 5 

Harvey Chester (HEW) 

206-442-0486 

*New York - Dec. 6 
(Commerce Dept.) 


*Fargo, ND - Dec. 7 
(Agriculture Dept.) 


Minneapolis - Dec. 8 
Bev Gleeson (CSA) 
612-296-5740 


Omaha - Dee. 11 
June Heard (Energy Dept.) 
816-374-2061 


Boston - Dec. 11 

John Torian (ACTION) 
617-223-4510 

Miami - Dec. 12 

Dave Filker (HUD) 
404-257-3811 (Atlanta office) 


Kansas City, MO - Dec. 12 
Ike Celestine (CSA) 
816-374-2171 


Charleston, SC - Dee. 13 
Jim Middleton (CSA) 
803-723-9285 


*New Orleans - Dec. 14 
(CSA) 

Memphis - Dec. 15 

Foster Adams (CSA) 

901-528-2900 
*—For Santa Fe, New York, Fargo, 
and New Orleans, lead person will be 
chosen shortly. To find out name of 
persons and other details call Tobi 
Steinberg (CSA) at 202-632-8322. 
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Deregulating the airlines 


The approach to regulation of domestic air travel has become less re- 
strictive as a result of recent consumer-oriented changes by both Congress 
and government regulators. The effect should be less government interfer- 
ence and increased competition within the industry. 

The bulk of the Federal presence in the nation’s air transportation sys- 
tem is represented by the Civil Aeronautics Board (CAB), which is respon- 
sible for the economic regulation of commercial airlines. CAB has taken a 
number of steps to promote competition within the industry: 

e ROUTES—CAB has recently shown greater willingness to grant ap- 
plications for new routes to existing airlines, especially those offering in- 
novative low-fare plans in their route proposals. These routes are awarded 
on a “permissive” basis, which means that an airline may drop a route later if 
it is traveled so lightly as to become a money-loser. 

e FARES—CAB has also encouraged special discount fares, such as 
World Airways’ $99.00 one-way transcontinental service between Newark/ 
Baltimore and Oakland/Los Angeles. Moreover, the Board adopted a rule 
last summer that would allow regular airlines to cut the:. fares by as much as 
50% without CAB approval. Such new fares would be for regular service and 
would not require the limitations previously placed on discount packages. 

e CHARTER TOURS—traditional advance purchase, trip duration, and 
round-trip restrictions associated with charter tours have been eliminated by 
CAB’s creation of the “Public Charter.” With this highly marketable new 
charter, many more consumers should be able to take advantage of the cost 
savings that charter tours provide. 

Congress has also done its share of promoting competition within the 
airline industry. In October it passed the Airline Deregulation Act, which 
substantially reduces government control of commercial airlines—to the 
point of abolishing the CAB by 1982. This legislation authorizes many of the 
above-mentioned CAB actions (which are currently undergoing court chal- 
lenges) by establishing pricing flexibility, allowing airlines to adopt and drop 
routes more easily, and reducing barriers to entry into the industry. Since 
many of the large commercial airlines will now have more freedom to elimi- 
nate unprofitable service to smaller communities, the law attempts to en- 
courage smaller airlines (“commuter air carriers”) to take over these routes 
by expanding their eligibility for Federal subsidies. 

Expectations are that a “hub-and-spoke” route system will develop in 
the future as larger airlines concentrate their efforts on the more popular 
routes. This means that persons in small and medium-sized communities will 
be flying more on commuter lines to regional “hubs,” where they will have to 
change planes for other destinations. On the other hand, increased competi- 
tion should lead to increased efficiency and reduced costs to the industry— 
with ultimate benefits to consumers. 


New metric newsletter 


The American National Metric Council’s Consumer Liaison Commit- 
tee (CLC) is publishing Metric Messenger for Consumers and is mailing it 
out to consumer organizations 4 times a year. Metric Messenger contains 
information on issues of importance to consumers during the nation’s volun- 
tary conversion to the metric system. In addition, consumers are invited to 
comment on metric issues or raise questions that the CLC may address. The 
newsletter is free—write or call Marti Yocum, Consumer Affairs Manager, 
American National Metric Council, 1625 Massachusetts Ave., NW, Washing- 
ton, DC 20036; telephone 202-232-4545. 

NOTE: Another national, non-profit organization, the US Metric As- 
sociation, also publishes reliable metric information and training aids for 
teachers and others. To find out more about the US Metric Association, Inc., 
write or call: Sugarloaf Star Route, Boulder, CO 80302; telephone 303-442- 
3342. 
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Food prices 


Consumer expenditures for US farm-produced food increased by $76 
billion between 1970 and 1977, according to a recently-released General 
Accounting Office (GAO) report on rising food prices. Increases in the cost 
of marketing food, including transportation, processing, and distribution, 
accounted for 71% of the increase, and in 1977 food marketing labor costs 


exceeded the actual farm value of the commodities marketed for the first 
time. 


According to the report, high food prices and inflation are intertwined to 
a degree that makes any cause and effect relationship impossible to deter- 
mine. It adds that government programs and policies affecting the supply of 


agricultural commodities are the most effective tool for stabilizing domestic 
food prices. 


Labor costs are the largest single expenditure in the marketing of food, 
the report finds. Their dramatic increase was not matched by the industry’s 
profit increase. For this reason, GAO says, food industry profits cannot be 
cited as a major reason for food price increases. Marketing labor costs are 
also the major reason for increases in retail food prices that are coupled with 
decreases in the farmer’s income on the raw commodity. 


The report offered 2 recommendations to help stablize food prices: 

e The Federal Government should relax or modify transportation regu- 
lations which force truckers to travel many miles with empty trucks, and 
thus serve to increase food distribution costs. Under ICC rules, some 
truckers have authority to haul goods in one direction only and must return 
empty on the trip back to the terminal. (Those truckers who do have 2-way 
authority may haul goods on the return trip.) More liberalized regulations on 
backhauls could considerably lessen transportation costs—and help reduce 
food prices. 

e The food industry should use available technology to reduce labor 
costs, including installing computerized checkout lanes in stores, decreasing 
the amount of food loss or spoilage, and standardizing food containers. 


In addition, the report questioned the effect nutritional labeling propos- 
als would have on food costs. It expressed concern that new mandatory 
labeling standards would cause food prices to rise further. It suggested a 
cost-benefit analaysis of the problem. (As CONSUMER NEWS previously 
reported, Food and Drug Administration, Agriculture Dept. and Federal 
Trade Commission have been holding public hearings to find out what 
consumers want to see on their food labels—and some comments suggested 
unwillingness to pay for any extra labeling costs.) 


Mileage guide available 


The 1979 Gas Mileage Guide is now available in car dealers’ show- 
rooms and at the Consumer Information Center where free single 
copies can be obtained by writing to Fuel Economy, Pueblo, CO 81009. 
Bulk copies can be requested from Fuel Economy Distribution, Office of 
Administrative Services, Energy Dept., Washington, DC 20545. 


As usual, there are 2 versions of the guide—one for California and 
one for the other 49 states. The guide contains basic information about 


new car, station wagon and light truck models and their estimated 
miles-per-gallon (mpg) ratings. 


The 1979 guide gives only one rating for estimated mpg instead of 
city, highway and combined mpg ratings used in the past. The new mpg 
ratings are equivalent to earlier city ratings. The change was made be- 
cause studies showed that this rating is closer to what most people ac- 
tually get in day-to-day driving situations. 
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Check out new checking 
account services 


In setting up an automatic trans- 
fer arrangement with your bank for 
switching funds from a savings to a 
checking account, look out for thinly 
disguised or hidden charges which 
may actually cost you more than 
your present banking services. 

As of Nov. 1, changes in Federal 
Reserve Board regulations enable you 
to authorize your bank to automati- 
cally transfer funds from an interest 
bearing account to cover checks as 
they are written. 

The good news about this system 
is that it allows you to get a return on 
funds which would otherwise be sit- 
ting idle in your checking account and 
enables you to overdraw your check- 
ing account without traditional penal- 
ties. 

But the bad news is that this 
service is going to cost you—possibly 
more than you will earn in extra 
interest. For instance, under the plan 
offered by one Washington, DC bank, 
you must maintain a minimum balance 
of $1,500 and pay $4 a month even if 
you don’t use the service every 
month. The savings from which the 
automatic transfers are made pays 
4%% compounded quarterly. 

Therefore, if you opened a $3,000 
savings account to take advantage of 
the automatic transfer system, you 
would earn about $33.75 the first quar- 
ter (assuming your balance stayed 
around $3,000). 

But—the service would cost you 
$12 for 3 months. In addition, you are 
tying up your $3,000 in a 4%% account 
when you could be earning 6% or more 
at another financial institution such as 
a savings and loan. At 6% com- 
pounded quarterly you would earn 
$45. So carefully compare interest 
paid with service charges and other 
checking and savings alternatives 
before setting up an automatic trans- 
fer arrangement. 

It’s up to you to determine the 
trade-offs involved in automatic 
transfers between savings and 
checking. If the idea seems worth a 
slight price, be sure to shop around. 

An informal US Office of Con- 
sumer Affairs (OCA) survey of banks 
in the Washington, DC area showed 
that prices vary widely. Some banks 
offer the service free with a minimum 
balance (usually very high). Others 
have a lower minimum balance but 
charge by the day, month, or transac- 
tion. 

Among the various charges and 
fees found in the survey of Washing- 
ton, DC area banks are: 

e A basic system fee—whether 
the account is used or not. 

e A charge for each day your ac- 
count falls below a certain level. 

e An assessment for each day you 
use the transfer system. 

e A sliding fee scale based on the 
amount in your account. 
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(Continued from page 1) 


In the meantime, the Council on 
Wage and Price Stability (CWPS) 
has just published a Fact Book: Wage 
and Price Standards which includes a 
detailed description of the President’s 
new wage/price standards and an- 
swers to some of the most frequently 
asked questions about them. Although 
it is quite technical and primarily in- 
tended for the guidance of business 
and labor, single copies may be ob- 
tained free by writing to the Council 
on Wage and Price Stability, 726 
Jackson Place, NW, Washington, DC 
20506. 

Another brochure, The Presi- 
dent’s Anti-Inflation Program, is 
available in most post offices or from 
CWPS at the above address. There is 
also a Phone Bank, manned by 
economists, to respond to technical 
questions. The number is 800-368- 
9191 (Metropolitan Washington, DC 
residents call 456-6766). 





S-p-r-e-a-d-i-n-g | 
the word | 


The National Consumers League 
(NCL) will hold its annual meeting on 
Dec. 5 from 2:30 p.m. to 5:30 p.m. at 
the Capital Hilton Hotel in Washing- 
ton, DC. In addition, an evening re- 
ception (also at the Capital Hilton) 
will honor Speaker of the House of 
Representatives Tip O’Neill for “vig- 
orously and effectively defending the 
consumer interest.” For more infor- 
mation write or call National Con- 
sumers League, 1028 Connecticut 
Ave., NW, Suite 522, Washington, 
DC 20036; telephone 202-797-7600. 


Flu shots 


Health, Education and Welfare Dept. (HEW) is awarding grants to 
state and territorial health departments for flu immunization of people for 
whom flu can have serious consequences, so-called “high risk populations.” 
For flu, these are people, including children, with pre-existing health 
problems—such as heart disease or chronic respiratory disease—and people 
over 65, HEW says. The program is voluntary for the states and territories, 
47 of which are taking part. Those not taking part (in some cases because the 
appropriation for this program was late and certain states felt they couldn’t 
handle it administratively this year) are: Alaska, American Samoa, Arizona, 
Guam, Idaho, Kansas, Montana, Nevada, North Dakota, Philadelphia (the 
rest of Pennsylvania is participating), Tennessee, the Trust Territories of 
the Pacific, Virginia and West Virginia. The HEW grants will provide 3.5 to 
4 million doses of trivalent vaccine supposed to protect against the Russian, 
Hong Kong and Victoria flu strains. Another 10 to 12 million doses will be 
administered privately, HEW estimates, with 8 to 9 million of these going to 
people at high risk. 

Fer information on the HEW grant-funded flu shots call your local! health 
department. Because the programs were late starting this year some local 
health departments may not be fully informed. If yours is unaware of the 
program but you live in one of the states or territories taking part in the 
program, write or call Dr. Alan R. Hinman, Director, Immunization Divi- 
sion, Center for Disease Control, Atlanta, GA 30333; telephone 404-329-3741. 


Conference proceedings available 


Proceedings from last spring’s life insurance conference sponsored 
by the US Office of Consumer Affairs and the National Consumers 
League are now available. Free copies may be ordered while supplies 
last from US Office of Consumer Affairs, 621 Reporters Bldg., Wash- 
ington, DC 20201; telephone 202-755-8810. 
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